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METSWEDING DISTRICT MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2010 


ASSETS 

Current assets 

Note 

2010 

R 

2009 

R 

Other receivables 

2 

108 994 

689 971 

VAT receivable 

3 

86 142 

504 151 

Cash and cash equivalents 

4 

7 922 474 

20 457 018 

Non-current assets 

Property, plant and equipment 

5 

6 689 069 

5 907 241 

Intangible assets 

6 

446 725 

61 697 

Total assets 

LIABILITIES 

Current liabilities 

— 

15 253 404 

27 620 078 

Provisions 

7 

383 455 

57 068 

Unspent conditional grants and receipts 

8 

1 899 866 

6 159 323 

Trade and other payables 

9 

2 620 579 

4 503 712 

Total liabilities 

— 

4 903 900 

10 720 103 

Net assets 

— 

10 349 504 

16 899 975 

NET ASSETS 

Reserves 


2 872 838 

2 652 838 

Accumulated surplus / (deficit) 

Total net assets 

— 

7 476 666 

10 349 504 

14 247 137 

16 899 975 
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METSWEDING DISTRICT MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2010 



Note 

2010 

2009 



R 

R 

Revenue 




Finance Income 

10 

1 106 338 

2 927 993 

Government grants and subsidies-operating 

11 

29 741 050 

32 500 373 

Government grants and subsidies- capital 

11 

1 583 490 

- 

Other Revenue 

12 

429 204 

1 169 285 

Total revenue 


32 860 082 

36 597 651 

Expenses 




Employee related costs 

13 

20 468 262 

15 237 592 

Remuneration of councillors 

14 

2 592 086 

2 373 186 

Depreciation and amortisation expense 

15 

1 157 678 

995 566 

Finance costs 

16 

15 168 

54 591 

Regional services expenses 


6 499 333 

10 051 206 

Repairs and maintenance 


348 042 

898 029 

Grants and subsidies paid 

17 

690 000 

62 130 

General expenses 

18 

7 816 642 

9 989 524 

Total expenses 


39 587 211 

39 661 824 

Gain / (loss) on sale of assets 

19 

(43 342) 

(96 277) 

Surplus / (deficit) for the period 

= 

(6 770 471) 

(3 160 450) 
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METSWEDING DISTRICT MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2010 


Revaluation 

Government 

Accumulated 



Reserve 

Grant Reserve 

Surplus/(Deficit) 

Total: Net Assets 

Note 

R 

R 

R 

R 

Balance at 30 June 2008 

. 

110 174 

17 297 413 

17 407 587 

Changes in accounting policy: GRAP Implementation 22 

- 

(110 174) 

110 174 


Restated balance 

■ 

- 

17 407 587 

17 407 587 

Surplus / (deficit) for the period 

Surplus / (deficit) on revaluation of property of property, plant 

- 


(2 930 176) 

(2 930 176) 

and equipment 

Transfers to revaluation reserve 

2 652 838 



2 652 838 

Correction of error 23 

Transfers to / from accumulated surplus/(deficit) 


- 

(230 274) 

(230 274) 

Balance at 30 June 2009 

2 652 838 


14 247 137 

16 899 975 

Surplus / (deficit) on revaluation of property of property, plant 
and equipment 

Other items 

220 000 



220 000 

Net gains and losses not recognised in the statement of financial performance 



- 

Transfers to / from accumulated surplus/(deficit) 

Surplus / (deficit) for the period 



(6 770 471) 

(6 770 471) 

Balance at 30 June 2010 

2 872 838 


7 476 666 

10 349 504 







7 





METSWEDING DISTRICT MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


CASH FLOW STATEMENT AS AT 30 JUNE 2010 



Note 





R 

R 

CASH FLOWS FROM OPERATING ACTIVITIES 




Cash receipts from ratepayers, government and other 


28 493 273 

24 595 787 

Cash paid to suppliers and employees 


(39 971 111) 

(36 306 388) 

Cash generated from operations 

20 

(11 477 838) 

(11 710 601) 

Finance Income 


1 106 338 

2 927 993 

Finance costs 


(15 168) 

(54 591) 

Net cash flows from operating activities 


(10 386 668) 

(8 837 199) 

CASH FLOWS FROM INVESTING ACTIVITIES 




Purchase of PPE and other assets 


(2 153 841) 

(910 677) 

Proceeds from disposal of PPE and other assets 


5 965 

76 316 

Net cash flows from investing activities 


(2 147 876) 

(834 361) 

Net increase / (decrease) in net cash and cash equivalents 


(12 534 544) 

(9 671 560) 

Net cash and cash equivalents at beginning of period 


20 457 018 

30 128 578 

Net cash and cash equivalents at end of period 

21 

7 922 474 

20 457 018 
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METSWEDING DISTRICT MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


1 BASIS OF ACCOUNTING 

1.1 BASIS OF PRESENTATION 

The financial statements have been prepared on the historical cost basis except for the revaluation of certain non-current assets and 
financial instruments. Historical cost is generally based on the fair value of the consideration given in exchange for assets. 

The principal accounting policies are set out below. 


These annual financial statements have been prepared in accordance with Generally Recognised Accounting Practice (GRAP), 
issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 
of 2003). 

1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the functional currency of the municipality. 

1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on the assumption that the municipality will continue to operate as a going 
concern for at least the next 12 months. The Member of the Executice Council responsible for Local Government in Gauteng has 
disestablished the Metsweding District Municipality, the Kungwini Local Municipality and the Nokeng tsaTaemane Local Municipality 
in terms of Notice 1866 of 2010, published in the Provincial Gazette Extraordinary No. 128 of 30 June 2010. The effective date of 
disestablishment is the date for local government elections scheduled for 2011, yet to be announced by the President of the Republic 
of South Africa. 

1.4 COMPARATIVE INFORMATION 

Budget information in accordance with GRAP 1 and 24, has been provided in an annexure to these financial statements. 


When the presentation or classification of items in the annual financial statements is amended, prior period comparative amounts are 
restated. The nature and reason for the reclassification is disclosed. Where accounting errors have been identified in the current 
year, the correction is made retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. Where 
there has been a change in accounting policy in the current year, the adjustment is made retrospectively as far as is practicable, and 
the prior year comparatives are restated accordingly. 


1.5 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 


The following GRAP standards have been issued but are not yet effective and have not been early adopted by the municipality: 


ISSUED BUT NOT YET EFFECTIVE 

STANDARD APPLIED 

GRAP 18 Segment Reporting 

Not applicable 

GRAP 21 Impairment of non-cash-generating assets 

IAS 36 

GRAP 23 Revenue from Non-Exchange Transactions 

GAMAP 9 

GRAP 24 Presentation of Budget Information in Financial 

Applied 

GRAP 25 Employee Benefits 

IAS 19 

GRAP 26 Impairment of cash generating assets 

IAS 36 

GRAP 103 Heritage Assets 

Not applicable 
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1.6 PROPERTY, PLANT AND EQUIPMENT 


Land and buildings held for use in the production or supply of goods or services, or for administrative purposes, are stated in the 
statement of financial position at their revalued amounts, being the fair value at the date of revaluation, less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. Revaluations are performed with sufficient regularity 
such that the carrying amounts do not differ materially from those that would be determined using fair values at the end of the 
reporting period. 

Any revaluation increase arising on the revaluation of such land and buildings is recognised in other comprehensive income, except 
to the extent that it reverses a revaluation decrease for the same asset previously recognised in profit or loss, in which case the 
increase is credited to profit or loss to the extent of the decrease previously expensed. A decrease in the carrying amount arising on 
the revaluation of such land and buildings is recognised in profit or loss to the extent that it exceeds the balance, if any, held in the 
properties revaluation reserve relating to a previous revaluation of that asset. 

Depreciation on revalued buildings is recognised in profit or loss. On the subsequent sale or retirement of a revalued property, the 
attributable revaluation surplus remaining in the properties revaluation reserve is transferred directly to retained earnings. No transfer 
is made from the revaluation reserve to retained earnings except when an asset is derecognised. 

Properties in the course of construction for production, supply or administrative purposes, or for purposes not yet determined, are 
carried at cost, less any recognised impairment loss. Cost includes professional fees and, for qualifying assets, borrowing costs 
capitalised in accordance with the Municipality's accounting policy. Depreciation of these assets, on the same basis as other property 
assets, commences when the assets are ready for their intended use. 

Freehold land is not depreciated. 

Other assets are stated at cost (only if it is probable that future economic benefits or service potential associated with the item will 
flow to the entity) less accumulated depreciation and accumulated impairment losses. Where an asset is acquired at no cost, or for a 
nominal cost, its cost is its fair value as at the date of acquisition. 

Depreciation is recognised so as to write off the cost or valuation of assets (other than freehold land and properties under 
construction) less their residual values over their useful lives, using the straight-line method. The estimated useful lives, residual 
values and depreciation method are reviewed at each year end, with the effect of any changes in estimate accounted for on a 
prospective basis. 

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where 
shorter, the term of the relevant lease. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the difference 
between the sales proceeds and the carrying amount of the asset and is recognised in profit or loss. 

1.7 INTANGIBLE ASSETS 

1.7.1 INTANGIBLE ASSETS ACQUIRED SEPERATELY 

Intangible assets acquired separately are carried at cost (only if it is probable that future economic benefits or service potential 
associated with the item will flow to the entity) less accumulated amortisation and accumulated impairment losses. Amortisation is 
recognised on a straight-line basis over their estimated useful lives. The estimated useful life and amortisation method are reviewed 
at the end of each annual reporting period, with the effect of any changes in estimate being accounted for on a prospective basis. 


1.8 IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS EXCLUDING GOODWILL 

At the end of each reporting period, the entity reviews the carrying amounts of its tangible and intangible assets to determine whether 
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of 
the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the 
recoverable amount of an individual asset, the entity estimates the recoverable amount of the cash-generating unit to which the asset 
belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual 
cash-generating units, or otherwise they are allocated to the smallest Municipality of cash-generating units for which a reasonable 
and consistent allocation basis can be identified. 

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment at least annually, 
and whenever there is an indication that the asset may be impaired. 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future 
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time 
value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted. 


If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount 
of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately in profit or 
loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation 
decrease . 


Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased to the 
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that 
would have been determined had no impairment loss been recognised for the asset (or cash-generating unit) in prior years. A 
reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in 
which case the reversal of the impairment loss is treated as a revaluation increase . 
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1.9 FINACIAL ASSETS 


All financial assets are recognised and derecognised on trade date where the purchase or sale of a financial asset is under a 
contract whose terms require delivery of the financial asset within the timeframe established by the market concerned, and are 
initially measured at fair value, plus transaction costs, except for those financial assets classified as at fair value through profit or 
loss, which are initially measured at fair value. 

Financial assets are classified into the following specified categories: financial assets ‘at fair value through profit or loss’ (FVTPL), 
‘held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets and ‘loans and receivables’. The classification depends on 
the nature and purpose of the financial assets and is determined at the time of initial recognition. 

1.9.1 EFFECTIVE INTEREST METHOD 

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating interest income over 
the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts (including all fees on 
points paid or received that form an integral part of the effective interest rate, transaction costs and other premiums or discounts) 
through the expected life of the debt instrument, or ( where appropriate) a shorter period, to the net carrying amount on initial 
recognition. 

Income is recognised on an effective interest basis for debt instruments other than those financial assets classified as at FVTPL. 


1.9.2 HELD-TO-MATURITY INVESTMENTS 

Bills of exchange and debentures with fixed or determinable payments and fixed maturity dates that the entity has the positive intent 
and ability to hold to maturity are classified as held-to-maturity investments. Held-to-maturity investments are measured at amortised 
cost using the effective interest method less any impairment, with revenue recognised on an effective yield basis. 


1.9.3 LOANS AND RECEIVABLES 

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in an active market are 
classified as ‘loans and receivables’. Loans and receivables are measured at amortised cost using the effective interest method, less 
any impairment. Interest income is recognised by applying the effective interest rate, except for short-term receivables when the 
recognition of interest would be immaterial. 


1.9.4 AVAILABLE FOR SALE (AFS) FINANCIAL ASSETS 

Listed shares and listed redeemable notes held by the entity that are traded in an active market are classified as AFS and are stated 
at fair value. The entity also has investments in unlisted shares that are not traded in an active market but that are also classified as 
AFS financial assets and stated at fair value (because the management consider that fair value can be reliably measured). Gains 
and losses arising from changes in fair value are recognised in other comprehensive income and accumulated in the investments 
revaluation reserve, with the exception of impairment losses, interest calculated using the effective interest method, and foreign 
exchange gains and losses on monetary assets, which are recognised in profit or loss. Where the investment is disposed of or is 
determined to be impaired, the cumulative gain or loss previously accumulated in the investments revaluation reserve is reclassified 
to profit or loss. 

Dividends on AFS equity instruments are recognised in profit or loss when the entity’s right to receive the dividends is established. 


The fair value of AFS monetary assets denominated in a foreign currency is determined in that foreign currency and translated at the 
spot rate at the end of the reporting period. The foreign exchange gains and losses that are recognised in profit or loss are 
determined based on the amortised cost of the monetary asset. Other foreign exchange gains and losses are recognised in other 
comprehensive income. 


1.9.5 IMPAIRMENT OF FINANCIAL ASSETS 

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each reporting period. Financial 
assets are considered to be impaired when there is objective evidence that, as a result of one or more events that occurred after the 
initial recognition of the financial asset, the estimated future cash flows of the investment have been affected. 

For listed and unlisted equity investments classified as AFS, a significant or prolonged decline in the fair value of the security below 
its cost is considered to be objective evidence of impairment. 

For all other financial assets, including redeemable notes classified as AFS and finance lease receivables, objective evidence of 
impairment could include: 

• significant financial difficulty of the issuer or counterparty: or 

• default or delinquency in interest or principal payments; or 

• it becoming probable that the borrower will enter bankruptcy or financial re-organisation. 
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For certain categories of financial asset, such as trade receivables, assets that are assessed not to be impaired individually are, in 
addition, assessed for impairment on a collective basis. Objective evidence of impairment for a portfolio of receivables could include 
the entity's past experience of collecting payments, an increase in the number of delayed payments in the portfolio , as well as 
observable changes in national or local economic conditions that correlate with default on receivables. 

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference between the asset’s 
carrying amount and the present value of estimated future cash flows, discounted at the financial asset's original effective interest 
rate. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception of trade 
receivables, where the carrying amount is reduced through the use of an allowance account. When a trade receivable is considered 
uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts previously written off are credited 
against the allowance account. Changes in the carrying amount of the allowance account are recognised in profit or loss. 


When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognised in other comprehensive 
income are reclassified to profit or loss in the period. 

With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognised, the previously recognised impairment 
loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the impairment is reversed 
does not exceed what the amortised cost would have been had the impairment not been recognised. 

In respect of AFS equity securities, impairment losses previously recognised in profit or loss are not reversed through profit or loss. 
Any increase in fair value subsequent to an impairment loss is recognised in other comprehensive income. 

1.9.6 RECLASSIFICATION OF FINANCIAL ASSETS 

The Municipality has reclassified certain non-derivative financial assets out of held for trading (part of the FVTPL category) to AFS 
financial assets. Reclassification is only permitted in rare circumstances and where the asset is no longer held for the purpose of 
selling in the short-term. In all cases, reclassifications of financial assets are limited to debt instruments. Reclassifications are 
accounted for at the fair value of the financial asset at the date of reclassification. 

1.9.7 DERECOGNITION OF FINANCIAL ASSETS 

The entity derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or when it transfers 
the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Municipality neither 
transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset, the 
Municipality recognises its retained interest in the asset and an associated liability for amounts it may have to pay. If the Municipality 
retains substantially all the risks and rewards of ownership of a transferred financial asset, the Municipality continues to recognise the 
financial asset and also recognises a collateralised borrowing for the proceeds received. 


1.10 FINANCIAL LIABILITIES 

1.10.1 FINANCIAL GUARANTEE CONTRACT LIABILITIES 

Financial guarantee contract liabilities are initially measured at their fair values and are subsequently measured at the higher of: 


• the amount of the obligation under the contract, as determined in accordance with Grap 19: Provisions, Contingent Liabilities and 
Contingent Assets; and 

• the amount initially recognised less, where appropriate, cumulative amortisation recognised in accordance with the revenue 

recognition policies set in these notes. 


1.10.2 OTHER FINANCIAL LIABILITIES 

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. 

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with interest expense 
recognised on an effective yield basis. 

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest expense 
over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments through the 
expected life of the financial liability, or (where appropriate) a shorter period, to the net carrying amount on initial recognition. 


1.10.3 DERECOGNITION OF FINANCIAL LIABILITIES 

The Municipality derecognises financial liabilities when, and only when, the Municipality's obligations are discharged, cancelled or 
they expire. 
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1.11 PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS 


Provisions are recognised when the Municipality has a present obligation (legal or constructive) as a result of a past event, it is 
probable that the Municipality will be required to settle the obligation, and a reliable estimate can be made of the amount of the 
obligation. 

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the end of 
the reporting period, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using 
the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows. 

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a 
receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable can 
be measured reliably. 

Contingent liabilities — which are not recognised as liabilities because they are either: 

(i) possible obligations, as it has yet to be confirmed whether the entity has a present obligation that could lead to an outflow of 
resources embodying economic benefits or service potential; or 

(ii) present obligations that do not meet the recognition criteria in GRAP 19 (because either it is not probable that an outflow of 
resources embodying economic benefits or service potential will be required to settle the obligation, or a sufficiently reliable estimate 
of the amount of the obligation cannot be made). 

are disclosed (and not recognised) unless the possibility of an outflow of resources embodying economic benefits or service 
potential is remote 
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1.12 REVENUE 


Revenue shall be measured at the fair value of the consideration received or receivable. Revenue is reduced for estimated 
customer returns, rebates, VAT and other similar allowances. 

1.12.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services rendered / 
goods sold, the value of which approximates the consideration received or receivable. 

Sale of goods 

Revenue from the sale of goods is recognised when substantially all the risks and rewards of ownership of the goods is passed to the 
consumer. 

Interest, royalties and dividends 

Interest shall be recognised on a time proportionate basis that takes into account the effective yield on the asset; 

1.12.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another entity without 
directly giving approximately equal value in exchange. Revenue from non-exchange transactions is generally recognised to the extent 
that the the related receipt or receivable qualifies for recognition as an asset and there is no liability to repay the amount. 


Public donations and contributions 

Revenue from public contributions and donations is recognised when all conditions associated with the contribution have been met or 
where the contribution is to finance property, plant and equipment, when such items of property, plant and equipment qualifies for 
recognition and first becomes available for use by the municipality. Where public contributions have been received but the 
municipality has not met the related conditions, a deferred income (liability) is recognised. 

Deferred income relating to government grants are recognised on the following bases: 

• Capital contributions to property, plant and equipment: Credited on a systematic basis to the Statement of financial Performance 
based on the estimated useful life of the plant and equipment. 

• Income-related grants subsidising expenses: Credited to the Statement of Financial Performance as revenue when the related 
expense is recognised 

Contributed property, plant and equipment is recognised at fair value, when such items of property, plant and equipment qualifies for 
recognition and become available for use by the municipality. 

Other 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, including 
those set out in the Municipal Finance Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from the 
responsible councillors or officials is virtually certain. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease agreement. 

The municipality complied with Directive 3 of February 2008, on initial adoption of the standard of on Revenue from Exchange 
Transactions, GRAP 9, and has done so retrospectively according to the Standard of GRAP on Accounting Policies, Changes in 
Accounting Estimates and Errors. 

1.12.3 GOVERNMENT GRANTS, TRANSFERS AND DONATIONS 

Government Grants can be in the form of grants to acquire or construct fixed assets (capital grants), grants for the furtherance of 
national and provincial government policy objectives and general grants to subsidise the cost incurred by municipalities rendering 
services. 

Capital grants and general grants for the furtherance of government policy objectives are usually restricted revenue in that 
stipulations are imposed in their use. 


Government grants are not recognised until there is reasonable assurance that the Municipality will comply with the conditions 
attaching to them and that the grants will be received. 

Government grants whose primary condition is that the Municipality should purchase, construct or otherwise acquire non-current 
assets are recognised as deferred revenue in the statement of financial position and transferred to profit or loss on a systematic and 
rational basis over the useful lives of the related assets. 

Other government grants are recognised as revenue over the periods necessary to match them with the costs for which they are 
intended to compensate, on a systematic basis. Government grants that are receivable as compensation for expenses or losses 
already incurred or for the purpose of giving immediate financial support to the Municipality with no future related costs are 
recognised in profit or loss in the period in which they become receivable. 
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1.13 EMPLOYEE BENEFITS 


1.13.1 Short-term employee benefits 

The cost of short-term employee benefits, which include salaries and wages, short-term compensated absences, non-monetary 
benefits such as medical aid and performance plans, are expensed in the Statement of Financial Performance in the financial year 
during which the payment is made. 

Liabilities for short-term employee benefits that are unpaid at year-end are measured at the undiscounted amount that the 
municipality expected to pay in exchange for that service that had accumulated at the reporting date. 

1.13.2 Termination Benefits 

Termination benefits are recognised when actions have been taken to indicate that the municipality is demonstrably committed to 
either terminate the employment of an employee or Municipality of employees before the normal retirement date; or provide 
termination benefits as a result of an offer made in order to encourage voluntary redundancy. 

1.13.3 Retirement benefits 

The municipality provides retirement benefits for its employees and councillors. 

Contributions to defined contribution retirement benefit plans are recognised as an expense when employees and councillors have 
rendered the employment service or served office entitling them to the contributions. 

Defined contribution plans 

A defined contribution plan is a post-employment benefit plan under which the municipality pays fixed contributions into a separate 
entity and will have no legal or constructive obligation to pay further amounts. Obligations for contributions to defined contribution 
pension plans are recognised as an employee benefit expense in the statement of financial performance when they are due. Prepaid 
contributions are recognised as an asset to the extent that a cash refund or a reduction in future payments is available. 


1.14 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an 
allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant that is 
not permitted in terms of the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is accounted for as 
an expense in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

1.15 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the Municipal 
Systems Act (Act No. 32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the Municipality’s supply 
chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as 
expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

1.16 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care been 
exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.17 VALUE ADDED TAX (VAT) 

The municipality accounts for Value Added Tax on the invoice basis 


1.18 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY 

In the application of the Municipality's accounting policies, the management are required to make judgements, estimates and 
assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and 
associated assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may 
differ from these estimates. 


The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in 
the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if 
the revision affects both current and future periods. 


1.18.1 Critical judgements in applying accounting policies 

The following are the critical judgements, apart from those involving estimations , that the management have made in the process of 
applying the Municipality’s accounting policies and that have the most significant effect on the amounts recognised in the financial 
statements. 
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1.18.2 Key sources of estimation uncertainty 


The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the 
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within 
the next financial year. 

1.18.2.1 Useful lives of property, plant and equipment and Intangibles 

As described at 1.7 above, the Municipality reviews the estimated useful lives and residual values of property, plant and equipment 
and intangibles at the end of each annual reporting period. During the financial year, the directors determined that the useful lives of 
property, plant and equipment is as follows: 

Land and buildings Not depreciated 

Motor vehicles 5 years 

Office equipment and computers 3-5 years 

Furniture and fittings 3-7 years 

Computer software 3 - 5 Years 


During the current year management also reassessed the residual values of all assets. The effect of this exercise resulted in various 
reversal of accumulated depreciation which amounted to 


1.18.2.2 Contingent liabilities 

There is contigent liability recorded which relates to a disputed performance bonus of the previous Chief Financial Officer (CFO) for 
the year ended 30 June 2008. In the prior years, such amount was recorded as a provision, as the CFO firmly believed that he was 
entitle to such amount and thus a "present obligation" exist. The disputed arose from the fact that the previous CFO disputed the 
manner in which he ought to have been evaluated. The Human Resource Policy state that performance evaluation is done internally 
and the CFO's performance is also vetted by the Audit Committee. The previous CFO believed that an unqualified audit report from 
the Auditor General should be the basis of assessing his performamnce. As the municipality had achieved an unqualified opinion, he 
felt he was entitled to the bonus. Due to the fact that the CFO left the employ of the municipality post 30 June 2010 and such amount 
has still not been paid, based on GRAP 19, as the entity is "unsure if a present obligation exist", a contigent liability thereof is 
disclosed. 


1.18.2.3 Contingent Asset 

The municipality has submitted various Insurance claims for which it is still awaiting feedback from the underwriters. Should these 
claims be successful, ecomonic benefits worth R309 600 would be realised . 

1.19 RELATED PARTIES 


A party is related to an entity if, directly or indirectly through one or more intermediaries, the party controls, is controlled by, or is und> 
common control with the entity. 

A party is related to an entity if, directly or indirectly through one or more intermediaries, the party has joint control over the entity. 

A party is related to an entity if, directly or indirectly through one or more intermediaries, the party has an interest in the entity that 

gives it significant influence over the entity. 

A party is related to an entity if the party is an associate of the entity. 

A party is related to an entity if the party is a joint venture in which the entity is a venturer. 

A party is related to an entity if the party is a member of the key management personnel of the entity or its parent. 

A party is related to an entity if the party is a close member of the family of any individual above. 

A party is related to an entity if the party is an entity that is controlled, jointly controlled or significantly influenced by, or for which 
significant voting power in such entity resides with, directly or indirectly, any individual referred above. 

A party is related to an entity if the party is a post-employment benefit plan for the benefit of employees of the entity, or of any entity 

1.20 BORROWING COST 

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that 
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets, until 
such time as the assets are substantially ready for their intended use or sale. 

Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is 
deducted from the borrowing costs eligible for capitalisation. 

All other borrowing costs are recognised in profit or loss in the period in which they are incurred. 
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2010 2009 


2 OTHER RECEIVABLES 

R 

R 

Pre-payments 

45 600 

- 

Investment interest accrued 

336 

2 471 

Vodacom 

2 058 

- 

Department of Sport, Arts, Culture & Recreation - Gauteng 

- 

580 000 

SAICA 

- 

46 500 

Deposits 

61 000 

61 000 

Total Other Debtors 

108 994 

689 971 

3 VAT RECEIVABLE 

VAT receivable 

86 142 

503 030 

Correction of error: Note 23 

- 

1 121 

VAT is payable on the invoice basis. 

4 CASH AND CASH EQUIVALENTS 

86 142 

504 151 

Cash and cash equivalents consist of the following: 

Cash at bank 

7 922 474 

20 457 018 

Call deposits 

- 

- 

Call Investments 

- 

- 

Cash on hand 

- 

- 

The Municipality has the following bank accounts: - 

Current Account (Primary Bank Accountl 

7 922 474 

20 457 018 

Bank: ABSA Bank Ltd, Account Number: 4053347128 

Cash book balance at beginning of year 

20 457 018 

30 128 578 

Cash book balance at end of year 

7 922 474 

20 457 018 

Bank statement balance at beginning of year 

20 457 018 

30 128 578 

Bank statement balance at end of year 

7 922 474 

20 457 018 
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5 PROPERTY, PLANT AND EQUIPMENT 
OWNED ASSETS: 


5.1 Reconciliation of Carrying Value 

Land 

Other Assets 

Total 

30 June 2010 

R 

R 

R 

Carrying values at beginning of the year 

3 650 000 

2 257 241 

5 907 241 

Cost/Revaluation 

3 650 000 

4 281 336 

7 931 336 

Accumulated depreciation and impairment losses 

- 

(2 024 095) 

(2 024 095) 


880 000 

(318 172) 

561 828 

Acquisitions 

880 000 

729 301 

1 609 301 

Increases in revaluation 

220 000 


220 000 

Depreciation 


(998 166) 

(998 166) 

Carrying value of disposals 

- 

(49 307) 

(49 307) 

Cost/Revaluation 

- 

(344 482) 

(344 482) 

Accumulated depreciation and impairment losses 

- 

295 175 

295 175 

Carrying values at the end of the year 

4 750 000 

1 939 069 

6 689 069 

Cost/Revaluation 

4 750 000 

4 666 155 

9 416 155 

Accumulated depreciation and impairment losses 

- 

(2 727 086) 

(2 727 086) 


The following useful lives are used in the calculation of depreciation. 

Land and buildings Not depreciated 

Motor vehicles 5 years 

Office equipment and computers 3-5 years 

Furniture and fittings 3-7 years 

Refer to Appendix A for more detail on property, plant and equipment 


5.1 Reconciliation of Carrying Value 

Land 

Other Assets 

Total 

30 June 2009 

R 

R 

R 

Carrying values at beginning of the year 

999 105 

2 574 478 

3 573 583 

Cost/Revaluation 

999 105 

5 045 376 

6 044 481 

Accumulated depreciation and impairment losses 

- 

(2 470 898) 

(2 470 898) 


Acquisitions 



- 

840 546 

840 546 

Increases in revaluation 

2 

650 

895 


2 650 895 

Depreciation 




(987 132) 

(987 132) 

Carrying value of disposals 



- 

(172 594) 

(172 594) 

Cost/Revaluation 



- 

(1 604 586) 

(1 604 586) 

Accumulated depreciation and impairment losses 



- 

1 431 992 

1 431 992 

*Other movements 



- 

1 943 

1 943 

Carrying values at the end of the year 

3 

650 

000 

2 257 241 

5 907 241 

Cost/Revaluation 

3 

650 

000 

4 281 336 

7 931 336 

Accumulated depreciation and impairment losses 



- 

(2 024 095) 

(2 024 095) 


*Other movements consist of Accumulated depreciation - change in accounting estimates 
Refer to Appendix A for more detail on property, plant and equipment 
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5.2 Details of valuation 


The effective date of the revaluations was 30 June 2010. Revaluations 
were performed by an independent valuer, DDP Valuers. DDP Valuers 
are not connected to the entity. 

Land and buildings are re-valued independently every year. 

State owned land to the value of R880 000 (Cost: R0) was donated to 
the municipality by the Department of Land Affairs. 


2010 2009 


Land and buildings comprise of the following properties 

Remainder of Ptn 11, Kleinzonderhout 519 JR, 

Gauteng 

(Revalued 30 June 2010) 

930 000 

950 000 

Erf 135, Erasmus Township, Bronkhorstspruit, 

Gauteng 

(Revalued 30 June 2010) 

1 940 000 

1 800 000 

Erf 136, Erasmus Township, Bronkhorstspruit, 

Gauteng 

(Revalued 30 June 2010) 

1 000 000 

900 000 

Ptn 63, 68 & 70 Leeuwfontein 487 JR, Gauteng 
(Revalued 30 June 2010) 

880 000 

. 


4 750 000 

3 650 000 
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6 INTANGIBLE ASSETS 


6.1 Reconciliation of carrying value 

Computer Software 

Total 

30 June 2010 

R 

R 

Carrying values at beginning of the year 

61 697 

61 697 

Cost 

70 131 

70 131 

Accumulated amortisation and impairment losses 

(8 434) 

(8 434) 

Acquisitions 

544 540 

544 540 

Amortisation 

(159 512) 

(159 512) 

Carrying values at the end of the year 

446 725 

446 725 

Cost 

614 671 

614 671 

Accumulated amortisation and impairment losses 

(167 946) 

(167 946) 

The following useful lives are used in the calculation of amortisation. 

Computer Software 3 years 



6.1 Reconciliation of carrying value 

Computer Software 

Total 

30 June 2009 

R 

R 

Carrying values at beginning of the year 

. 

_ 

Acquisitions 

70 131 

70 131 

Amortisation 

(8 434) 

(8 434) 

Carrying values at the end of the year 

61 697 

61 697 

Cost 

70 131 

70 131 

Accumulated amortisation and impairment losses 

(8 434) 

(8 434) 
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2010 


R 

7 PROVISIONS 
7.1 CURRENT PROVISION 

13th Cheque 383 455 

Performance bonus - 

Total Provisions 383 455 


13th Cheques are paid on the anniversary of the employee's 
employment-commencement date 

Performance bonuses are paid in arrears as the assessment of eligible 
employees had not taken place at the reporting date and no present 
obligation exist. 


The balance of the performance bonus provisions relate to amounts 
not yet paid to certain employees due to administrative processes. 

The movement in current provisions are reconciled as follows: - 


Carrying values at beginning of the year 57 068 

Contributions to provision 

Expenditure incurred 383 455 

Amount Reclassified as Contigent liability (Refer Note 26) (57 068) 

Carrying values at the end of the year 383 455 


8 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

8.1 Unspent Conditional Government Grants-Operating 

HIV & AIDS Grant 

MSP - Municipal Support Programme Grant 

LED - Local Economic Development Thuthuka Poultry Grant 

BSRP - Building for Sports & Recreation Programme Grant 

MSIG - Municipal Systems Improvement Grant 

FMG - Financial Management Grant 

Road S249 - Construction of Road S249 Grant 

IDP NSDP - National Spatial Development Perspective Grant 

ITPR - Integrated Transport Plan Railway Study Grant 

WSP - Water & Sanitation Master Plan Capacity Building Grant 

GT - Finance Intern Support Grant 

SACR - Confederations Cup and Afcon Cup Viewing Grant 


Total Unspent Conditional Grants and Receipts 1 899 866 


1 899 866 



See Note 11 for reconciliation of grants and receipts. 

9 TRADE AND OTHER PAYABLES 

633 882 

209 307 

1 777 390 

2 620 579 


Trade creditors 
Correction of error: Note 23 
Retentions 
Staff leave accrual 

Total creditors 
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2010 


R 

The fair value of trade and other payables approximates their carrying amounts. 
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10 FINANCE INCOME 

Cash and cash equivalent 

Total interest 

11 GOVERNMENT GRANTS AND SUBSIDIES 
Capital Grants 

WSP - Water & Sanitation Master Plan Capacity Building Grant 
Donation of land: Ptns 63,68 & 70 Leeuwfontein 487 JR 

Total Government Grant and Subsidies 

Operating Grants 

Equitable share 

LG SETA 

HIV & AIDS Grant 

LED - Local Economic Development Capacity Building Grant 

LED - Entrepreneurial Development Centre Grant 

MSP - Municipal Support Programme Grant 

LED - Local Economic Development Thuthuka Poultry Grant 

BSRP - Building for Sports & Recreation Programme Grant 

MSIG - Municipal Systems Improvement Grant 

WSP - Water & Sanitation Master Plan Capacity Building Grant 

FMG - Financial Management Grant 

LGTF - Local Government Transition Fund Grant 

GT - Finance Intern Support Grant 

SACR - Confederations Cup and Afcon Cup Viewing Grant 
IDP NSDP - National Spatial Development Perspective Grant 
S249 - Construction of Road S249 Grant 

Total Government Grant and Subsidies 


11.1 Equitable Share 

This unconditional grant is used as general revenue 

11.2 LG SETA 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.3 HIV & AIDS Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 


2010 


R 


1 106 338 

1 106 338 


703 490 
880 000 

1 583 490 


23 616 999 
83 084 
1 975 096 


264 696 
14 
73 393 
1 500 483 
135 709 
1 273 309 

53 135 
749 924 
13 223 
1 985 

29 741 050 


83 084 
(83 084) 


3 181 033 

(1 975 096) 

1 205 937 
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11.4 LED - Local Economic Development Capacity Building Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.5 LED - Entrepreneurial Development Centre Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.6 MSP - Municipal Support Programme Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.7 LED - Local Economic Development Thuthuka Poultry Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.8 BSRP - Building for Sports & Recreation Programme Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 

11.9 MSIG - Municipal Systems Improvement Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 

11.10 FMG - Financial Management Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 


2010 


R 


264 696 
(264 696) 


14 

(14) 


442 512 

(73 393) 

369 119 


872 308 
735 000 
(1 500 483) 

106 825 


364 207 
1 000 000 
(1 273 309) 

90 898 
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11.11 Road S249 - Construction of Road S249 Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.12 IDP NSDP - National Spatial Development Perspective Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 

11.13 LGTF - Local Government Transition Fund Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

11.14 ITPR - Integrated Transport Plan Railway Study Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 

11.15 WSP - Water & Sanitation Master Plan Capacity Building Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.16 GT - Finance Intern Support Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

The conditions of the grant have been met. 

There was no delay or withholding of the grant. 

11.17 SACR - Confederations Cup and Afcon Cup Viewing Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see Note 8) 


2010 

R 

1 985 
(1 985) 


53 085 

(13 223) 

39 862 


87 149 

87 149 


839 199 
(839 199) 


53 135 
(53 135) 


750 000 
(749 924) 

76 
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2010 


R 

11.2 Changes in levels of government grants 

Based on the allocations set out in the Division of Revenue Act, 2010 
no significant changes in the level of government grant funding are 
expected over the forthcoming 3 financial years. 

12 OTHER REVENUE 


Prescription of leave credits 


- 

SAICA Contributions for learnerships 

235 

500 

Insurance claims received 

130 

455 

Retention money recognised as own income 

32 

038 

Miscellaneous revenue 

31 

211 


429 

204 


13 EMPLOYEE RELATED COSTS 


Salaries and Wages 11 527 651 

Contributions for UIF 98 596 

Contributions for pensions 2 272 665 

Contributions for medical aids 790 801 

Contributions for SDL 156 656 

Contributions for SALGBC 3 052 

Contributions for Compensation Commissioner 98 157 

Correction of error: Note 23 

Travel allowances 2 554 855 

Cellphone allowances 253 619 

Housing benefits and allowances 198 811 

Overtime payments 159 418 

Performance bonuses (refer Note 26) (57 068) 

13th Cheque provision 383 455 

13th Cheques Paid 848 571 

Provision for annual leave 1 179 023 

Total Employee Related Costs 20 468 262 


There were no advances nor loans made to employees 

13 EMPLOYEE RELATED COSTS(cont) 


Remuneration of the Municipal Manager 

Salary 529 674 

13th Cheque 41 671 

Travel Allowance 136 917 

Contributions for medical aid 25 706 

Contributions for pension 75 479 

Total 809 447 


Remuneration of the Chief Finance Officer 

Salary 381 810 

Leave encashed 62 940 

Acting allowance 120 685 

Travel allowance 127 200 

Housing allowance 89 661 

Contributions for pension 79 121 

Total 861 417 
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2010 


R 

14 REMUNERATION OF COUNCILLORS 


Executive Mayor 517 483 

Speaker 408 706 

Mayoral Committee Members 877 632 

Councillors 636 575 

Councillors' pension contributions 151 690 

Total Councillors’ Remuneration 2 592 086 


In-kind Benefits 

The Executive Mayor, Deputy Executive Mayor, Speaker and 
Executive Committee Members are full-time. Each is provided with an 
office and secretarial support at the cost of the Council. 

The Executive Mayor is entitled to stay at the mayoral residence 
owned by the Council at no cost. The Executive Mayor has use of the 
Council owned vehicle for official duties. The Executive Mayor has x 
full-time bodyguards. 

Certification by the Municipal Manager: 

I certify that the remuneration of Councillors and in-kind benefits are 
within the upper limits of the framework envisaged in Section 219 of 
the Constitution, read with the Remuneration of Public Officer Bearers 
Act and the Minister of Provincial and Local Government's 

15 DEPRECIATION AND AMORTISATION EXPENSE 


Property, plant and equipment 998 166 

Intangible assets 159 512 

Total Depreciation and Amortisation 1 157 678 


16 FINANCE COSTS 

Deferred Settlements terms 15 168 

Correction of error: Note 24 - 

Total Finance Costs 15 168 


17 GRANTS AND SUBSIDIES PAID 

Grant to Nokeng tsa Taemane Local Municipality (Sport Infrastructure) 

Grant to Nokeng tsa Taemane Local Municipality (Regional Cemetery 
Infrastructure) 

Grant to Kungwini Local Municipality (HIV & Aids Operating Subsidy) 690 000 

690 000 


The grants paid to Nokeng tsa Taemene Local Municipality are in the 
form of special infrastructure projects. The Grant paid to Kungwini 
Local Municipality are in the form of an operating subsidy. It includes 
the transfer of cash grants. 
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18 GENERAL EXPENSES 

Included in general expenses are the following:- 

Advertising 
Audit fees 

Consulting fees & computer services 

Entertainment 

Fuel and oil 

Institutional capacity building and improvement of municipal systems 

Insurance 

Legal expenses 

National spatial development perspective 

Printing and stationery 

Public participation 

Public relations 

Rental of buildings 

Security costs 

Subscription SALGA 

Cell phone & telephone cost 

Training 

Travel and subsistence 
Other 

Correction of error: Note 23 


19 GAIN / (LOSS) ON DISPOSAL OF ASSETS 

Property, plant and equipment - Loss 
Property, plant and equipment - Gain 

Total Gain / (Loss) on Disposal of Assets 

20 CASH GENERATED BY OPERATIONS 

Surplus/(deficit) for the year 
Adjustment for:- 
Non-cash items: 

(Gain) / loss on sale of assets 
(Gain) / loss on sale of assets 
Depreciation and amortisation 

Cash items 
Finance costs 
Finance Income 

Operating surplus before working capital changes: 

(lncrease)/decrease in VAT and other receivables 
lncrease/(decrease) in conditional grants and receipts 
lncrease/(decrease) in trade payables 

Cash generated by/(utilised in) operations 


2010 


R 


53 479 
468 359 
745 813 
134 921 
206 659 
2 022 894 
282 595 
3 485 
11 599 
168 015 
36 846 
76 960 
480 000 
569 517 
126 232 
549 820 
421 361 
404 128 
1 053 959 


7 816 642 


(49 307) 
5 965 

(43 342) 


(6 770 471) 


(5 965) 
49 307 
1 157 678 


15 168 
(1 106 338) 

(6 660 621) 

998 986 
(4 259 457) 
(1 883 133) 

(11 804 225) 
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R 

21 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement 
comprise the following: 

Bank balances and cash 7 922 474 

Bank overdrafts 

Net cash and cash equivalents (net of bank overdrafts) 7 922 474 


22 CHANGE IN ACCOUNTING POLICY 

The following adjustments were made to amounts previously reported 
in the annual financial statements of the municipality arising from the 
implementation of GRAP: 

22.1 GAMAP Reserves 

Balance previously reported: 

Government Grant Reserve 

Total 

Implementation of GRAP 

Transferred to Accumulated Surplus/(Deficit) 

23 CORRECTION OF ERROR 

23.1 Year-end accrual not recognised 

During the year ended 30 June 2009, the year-end accrual for water 
and electricity was not recognised: - 

The comparative amount has been restated as follows: 

Statement of Financial Position 

Trade and other payables 
VAT Receivable 

Statement of Financial Performance 

General Expenses - Water and Electricity 

23.2 Year-end accrual not recognised 

During the year ended 30 June 2009, the year-end accrual for interest 
payable on rent in arrears was not recognised: - 

The comparative amount has been restated as follows: 

Statement of Financial Position 

Trade and other payables 

Statement of Financial Performance 

Finance Costs - Deferred Settlements terms 
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R 

23.3 Year-end accrual not recognised 

During the year ended 30 June 2009, the year-end accrual for 
Compensation Commissioner was not recognised: - 

The comparative amount has been restated as follows: 

Statement of Financial Position 

Trade and other payables 

Statement of Financial Performance 

Employee related costs 

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL 

24 EXPENDITURE DISALLOWED 

24.1 Unauthorised expenditure 

None 

24.2 Fruitless and wasteful expenditure 

None 

24.3 Irregular expenditure 

None 

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 

25 MANAGEMENT ACT 

25.1 Contributions to organised local government 

Opening balance 
Council subscriptions 
Amount paid - current 
Amount paid - previous years 

Balance unpaid (included in payables) 


25.2 Audit fees 

Opening balance 
Current year audit fee 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in 


25.3 VAT 

VAT input receivables and VAT output payables are shown in Note 3. 
All VAT returns have been submitted by the due date throughout the 
year. 

25.4 PAYE, UIF and SDL 

Opening balance 
Current year payroll deductions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in payables) 


3 530 177 
(3 214 446) 


315 731 


payables) 


468 359 
(468 359) 


126 232 
(126 232) 
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The balance represents PAYE deducted from the June 2010 payroll. 
These amounts were paid during July 2010 

25.5 Pension and Medical Aid Deductions 

Opening balance 

Current year payroll deductions and Council Contributions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in payables) 


25.6 Deviations from Supply Chain Policy 

The municipality procured goods and services in terms of Section 
36(l)(a)(v) of the Local Government: Municipal Finance Management 
Act (56 of 2003): Municipal Supply Chain Regulations where the official 
procurement processes were dispensed with in an exceptional case 
where it was impractical to follow the official procurement processes. 

6 556 591 

The municipality procured goods and services in terms of Section 
36(l)(a)(i) of the Local Government: Municipal Finance Management 
Act (56 of 2003): Municipal Supply Chain Regulations where the official 
procurement processes were dispensed with in an emergency. 

41 690 

26 CONTINGENT LIABILITY 

Performance Bonus 57 068 

This contigent liability relates to a disputed performance bonus of the 
previous Chief Financial Officer (CFO) for the year ended 30 June 
2008. In the prior years, such amount was recorded as a provision, as 
the CFO firmly believed that he was entitle to such amount and thus a 
"present obligation" exist. The disputed arose from the fact that the 
previous CFO disputed the manner in which he ought to have been 
evaluated. The Fluman Resource Policy state that performance 
evaluation is done internally and the CFO's performance is also vetted 
by the Audit Committee. The previous CFO believed that an 
unqualified audit report from the Auditor General should be the basis of 
assessing his performamnce. As the municipality had achieved an 
unqualified opinion, he felt he was entitled to the bonus. Due to the fact 
that the CFO left the employ of the municipality post 30 June 2010 and 
such amount has still not been paid, based on GRAP 19, as the entity 
is "unsure if a present obligation exist", a contigent liability thereof is 
disclosed. 

27 CONTINGENT ASSET 

Insurance claims awaiting feedback from underwriter, total value of 

claims 309 600 


28 EVENTS AFTER THE REPORTING DATE 


3 801 169 
(3 801 169) 


30 


METSWEDING DISTRICT MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2010 


R 


The Member of the Executice Council responsible for Local Government in 
Gauteng has disestablished the Metsweding District Municipality, the 
Kungwini Local Municipality and the Nokeng tsaTaemane Local 
Municipality in terms of Notice 1866 of 2010, published in the Provincial 
Gazette Extraordinary No. 128 of 30 June 2010. The effective date of 
disestablishment is the date for local government elections scheduled for 
2011, yet to be announced by the President of the Republic of South Africa. 

29 RISK MANAGEMENT 

29.1 Maximum credit risk exposure 

The municipality is at risk in the following areas: 

i. Credit Risk, which is defined as the risk that one party to a 
financial instrument will fail to honour its obligation, thus causing the other 
party to incur a financial loss. 

ii. Interest Rate Risk, which is defined as the risk that the fair value or 

Potential concentrations of credit risk and interest rate risk consist mainly 
of fixed deposit investments, long-term debtors, other debtors, short-term 
investment deposits and bank and cash balances. 

The municipality limits its counterparty exposures from its money market 
investment operations by only dealing with well-established financial 
institutions of high credit standing. 

Long-term Receivables and Debtors are individually evaluated annually at 
balance sheet date for impairment or discounting. 


The maximum credit and interest risk exposure in respect of the relevant 
financial instruments is as follows: 


108 994 
86 142 

7 922 474 

8 117 610 


30 COMPARISON WITH THE BUDGET 

The comparison of the Municipality’s actual financial performance with 
that budgeted is set out in Annexures A and B 


Other Receivables 
VAT Receivable 
Bank and Cash Balances 

Maximum Credit and Interest Risk Exposure 
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2009 


R 


57 068 

57 068 


57 068 


57 068 


6 159 323 



2 516 343 
231 395 
385 884 
1 370 090 

4 503 712 
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2009 


R 
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2009 


R 


2 927 993 

2 927 993 


21 172 723 
72 465 
3 171 383 
1 043 502 
1 442 477 
1 850 190 
22 415 
9 042 
1 809 430 
147 000 
533 119 
14 982 
87 865 
580 000 
543 780 


32 500 373 


72 465 
(72 465 ) 


6 352 416 
(3 171 383 ) 


3 181 033 
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2009 


R 


1 043 502 
(1 043 502) 


1 442 477 
(1 442 477) 


1 364 886 
750 000 
(1 850 190) 

264 696 


22 429 

(22 415) 

14 


451 554 

(9 042) 

442 512 


1 946 738 
735 000 
(1 809 430) 

872 308 


397 326 
500 000 
(533 119) 

364 207 
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2009 


R 


1 985 


1 985 


596 865 

(543 780) 

53 085 


14 982 
(14 982) 


87 149 


87 149 


986 199 

(147 000) 

839 199 


141 000 
(87 865) 

53 135 


580 000 
(580 000) 
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2009 


11 190 
379 500 
674 965 

103 630 
1 169 285 


8 263 461 
75 486 

1 704 540 
604 345 
118 238 

2 287 

168 592 

2 228 932 
280 350 
192 140 
170 550 


601 205 
827 466 

15 237 592 


492 208 
38 507 
130 636 
22 349 
71 120 
754 820 


366 423 
30 406 
27 889 
127 200 
62 667 
77 161 
691 746 
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2009 


R 


476 238 
380 988 
824 110 
547 971 
143 879 
2 373 186 


987 132 
8 434 

995 566 


918 

53 673 

54 591 


10 308 
51 822 


62 130 
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2009 


R 


101 999 
775 645 
891 170 
187 728 
248 302 
2 251 994 
197 248 
61 957 
477 000 
317 640 
244 494 
157 456 
480 000 
248 577 
230 861 
813 414 
631 790 
792 985 
871 255 
8 009 
9 989 524 


(172 593) 
76 316 

(96 277 ) 


(3 160 450) 


(76 316) 
172 593 
995 566 


54 591 
(2 927 993) 

(4 942 009 ) 

(524 687) 
(8 549 185) 
2 305 279 

(11 710 602 ) 
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2009 


R 


20 457 018 


20 457 018 


110 174 

110 174 


110 174 

110 174 


(8 009) 
(9 130) 
1 121 


8 009 
8 009 


(53 673) 
(53 673) 


53 673 
53 673 
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2009 


R 


(168 592) 
(168 592) 


168 592 
168 592 


230 861 
(97 905) 
(132 956) 


775 645 
(775 645) 


2 557 241 
(2 557 241) 
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2009 


R 


3 801 169 
(3 801 169 ) 


5 630 946 


607 667 


600 491 
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2009 


R 


689 971 
504 151 

20 457 018 

21 651 140 
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APPENDIX A 

ANALYSIS OF PROPERTY, PLANT & EQUIPMENT 


HISTORICAL COST j 

| ACCUMULATED DEPRECIATION | 

1 CARRYING VALUE 1 


Opening 

Balance 

Additions/ 

Transfers 

Under 

Construction 

Disposals 

Closing 

Balance 

Opening 

Balance 

Additions/ 

Transfers 

Disposals 

Impairment 

losses 

Closing 

Balance 

Opening 

Balance 

Closing 

Balance 

Budget 

Additions 


RRRRR RRRR R RRR 


OTHER ASSETS 

7 931 336 

1 829 301 

344 482 

9 416 155 

2 024 095 

998 166 

295 175 

2 727 086 

5 907 241 

6 689 069 

2 125 000 

Other motor vehicles 

1 073 609 




1 073 609 


592 950 

123 474 



716 424 


480 659 

357 185 


1 000 000 

Office equipment 

1 841 669 

193 148 


93 370 

1 941 447 


789 825 

363 646 

93 371 


1 060 100 


1 051 844 

881 347 


200 000 

Other land & buildings 

3 650 000 

1 100 000 


- 

4 750 000 








3 650 000 

4 750 000 


- 

Other (including IT) 

1 366 058 

536 153 


251 112 

1 651 099 


641 320 

511 046 

201 804 


950 562 


724 738 

700 537 


925 000 


TOTAL 

7 931 336 

1 829 301 

344 482 

9 416 155 

2 024 095 

998 166 

295 175 

2 727 086 

5 907 241 

6 689 069 

2 125 000 
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APPENDIX B (1) 

ACTUAL OPERATING VERSUS BUDGET 



2010 

2010 

2010 

2010 Variance 

Explanations of significant variances 


Actual 

Budget 

Variance 


greater than 10% versus budget 


R 

R 

R 

% 


REVENUE 






Interest earned - external investments 

1 106 338 

1 500 000 

( 393 662) 

-26.24 

Low interest rates, low capital inflow 
Neighborhood Development Partnership Grant 

Government grants & subsidies - operating 

29 741 050 

36 759 109 

(7 018 059) 

-19.09 

gazetted for following year 

Government grants & subsidies - capital 

1 583 490 

0 

1 583 490 

#DIV/0! 

New 

Other revenue 

429 204 

262 944 

166 260 

63.23 

SAICA learnerships 

Total Revenue 

32 860 082 

38 522 053 


-14.70 


EXPENDITURE 






Employee related costs 

20 468 262 

20 188 162 

280 100 



Remuneration of councillors 

2 592 086 

2 626 571 

( 34 485) 



Depreciation 

1 157 678 

1 363 602 

( 205 924) 


Non acquisition of motor vehicles 

Repairs & maintenance 

348 042 

486 000 

( 137 958) 

-28.39 

Structural repairs less than anticipated 

Finance costs 

15 168 

1 000 

14 168 

1 416.80 

Interest on rent in arrears 

Grants & subsidies paid 

690 000 

5 075 965 

(4 385 965) 

-86.41 

Neighborhood Development Partnership Grant 
gazetted for following year 

Regional services expenses 

6 499 333 

8 818 407 

(2 319 074) 

-26.30 

Grant funding not spent - transferred to 
liabilities 

General expenses 

7 816 642 

8 316 723 

( 500 081) 

-6.01 


Total Expenditure 

39 587 211 

46 876 430 

(7 289 219) 

-15.55 








NET SURPLUS/fDEFICIT) FOR THE YEAR 

i (6 727 129)1 

1 (8 354 377)1 

i 1 627 248 

1 
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